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§704.15

one representative on the board of the cor-
porate;

(5) The chair of the board may not serve si-
multaneously as an officer, director, or em-
ployee of a credit union trade association;

(6) A majority of directors may not serve
simultaneously as officers, directors, or em-
ployees of the same credit union trade asso-
ciation or its affiliates (not including chap-
ters or other subunits of a state trade asso-
ciation);

(7) For purposes of meeting the require-
ments of paragraphs (a)(5) and (a)(6) of this
section, an individual may not serve as a di-
rector or chair of the board if that individual
holds a subordinate employment relation-
ship to another employee who serves as an
officer, director, or employee of a credit
union trade association;

(8) In the case of a corporate credit union
whose membership is composed of more than
25 percent non credit unions, the majority of
directors serving as representatives of mem-
ber credit unions, including the chair, must
be elected only by member credit unions, and

(9) After October 21, 2013, at least a major-
ity of directors of every corporate credit
union, including the chair of the board, must
serve on the board as representatives of nat-
ural person credit union members.

* * * * *

§704.15 Audit requirements.

(a) External audit. The corporate cred-
it union supervisory committee shall
cause an annual opinion audit of the fi-
nancial statements to be made. The
audit must be performed in accordance
with generally accepted auditing
standards and the audited financial
statements must be prepared con-
sistent with GAAP, except where law
or regulation has provided for a depar-
ture from GAAP. The supervisory com-
mittee shall submit the audit report to
the board of directors. A copy of the
audit report, and copies of all commu-
nications that are provided to the cor-
porate credit union by the external
auditor, shall be submitted to the
OCCU Director within 30 calendar days
after receipt by the board of directors.
If requested by the OCCU Director, the
external auditor’s workpapers shall be
made available, at the auditor’s office
or elsewhere, for the OCCU Director’s
review. The corporate credit union
shall submit a summary of the audit
report to the membership at the next
annual meeting.

12 CFR Ch. VII (1-1-11 Edition)

(b) Internal audit. A corporate credit
union with average daily assets in ex-
cess of $400 million for the preceding
calendar year, or as ordered by the
OCCU Director, must employ or con-
tract, on a full- or part-time basis, the
services of an internal auditor. The in-
ternal auditor’s responsibilities will, at
a minimum, comply with the Stand-
ards and Professional Practices of In-
ternal Auditing, as established by the
Institute of Internal Auditors. The in-
ternal auditor will report directly to
the chair of the corporate credit
union’s supervisory committee, who
may delegate supervision of the inter-
nal auditor’s daily activities to the
chief executive officer of the corporate
credit union. The internal auditor’s re-
ports, findings, and recommendations
will be in writing and presented to the
supervisory committee no less than
quarterly, and will be provided upon re-
quest to the external auditor and the
OCCU Director.

[62 FR 12938, Mar. 19, 1997, as amended at 67
FR 65659, Oct. 25, 2002]

§704.16 Contracts/written agreements.

Services, facilities, personnel, or
equipment shared with any party shall
be supported by a written contract,
with the duties and responsibilities of
each party specified and the allocation
of service fee/expenses fully supported
and documented.

§704.17 State-chartered
credit unions.

(a) This part does not expand the
powers and authorities of any state-
chartered corporate credit union, be-
yond those powers and authorities pro-
vided under the laws of the state in
which it was chartered.

(b) A state-chartered corporate credit
union that is not insured by the
NCUSIF, but that receives funds from
federally insured credit unions, is con-
sidered an “institution-affiliated party”
within the meaning of Section 206(r) of
the Federal Credit Union Act, 12 U.S.C.
1786(r).

(c) NCUA will notify, consult with,
and provide explanation to the appro-
priate state supervisory authority be-
fore taking administrative action
against a state-chartered corporate
credit union.
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